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This paper investigates the impact of various entrepreneurial motives and institutional condi-
tions on entrepreneurial aspirations in terms of innovativeness, job growth expectations and 
export orientation. We estimate a two-equation model explaining entrepreneurial motivations 
and entrepreneurial aspirations, while taking into account the interrelationship between both 
groups of variables. We use data from the Global Entrepreneurship Monitor (GEM) and find 
that entrepreneurial aspirations are different for various types of entrepreneurial motives. For 
example, we find that the increase wealth  motive  as a prime driver for becoming self-
employed is positively related to innovation and growth ambitions, whereas we find no evi-
dence of a relation between the independence motive and entrepreneurial aspirations. On the 
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1. Introduction 
From the 1970s onwards the importance of small businesses has increased in most European 
countries and North America, which marks the shift from the Managed Economy to the En-
trepreneurial Economy (Audretsch and Thurik 2001, 2004). The shift from the Managed to 
the Entrepreneurial Economy may, among others, be explained by ICT developments and 
globalization which have resulted in an increased specialization in knowledge based activities 
in developed countries (Audretsch and Thurik 2000, 2001)). Technology and globalization 
may require entrepreneurial actions by individuals in knowledge-based ventures. With the 
shift from the Managed to the Entrepreneurial Economy came the renewed perception of the 
importance of entrepreneurship. A growing body of literature states that in modern econo-
mies new and small firms make a positive contribution to innovation and economic growth 
(e.g. Acs and Audretsch, 1990, Audretsch and Thurik, 2000). 
 
We state that entrepreneurial motivation may influence entrepreneurial aspirations in terms of 
innovation and growth. Prime motivators for people to become self-employed are autonomy, 
wealth, and risk perception (see e.g. Van Gelderen, 2004; Douglas and Shephard, 2002). In 
this paper we empirically test the influence of entrepreneurial motivation on entrepreneurial 
growth ambitions at the macro level. We build on a framework that identifies two dimensions 
or main institutional conditions that influence entrepreneurial motivation: (1) the uncertainty 
versus certainty of living conditions and (2) the level of accumulated wealth (less wealthy 
versus wealthy). Regions with generous social security and welfare schemes can be labelled 
as certain, regions that emphasize the responsibility of the individual for its survival as uncer-
tain. We hypothesize that entrepreneurial ambitions or aspirations in the emerging Entrepre-
neurial Economy will differ along these dimensions. For example, in regions where high lev-
els of accumulated wealth are combined with high degrees of social security and employment 
protection, individuals will be predominantly interested in so-called lifestyle entrepreneurship 
(e.g., Van Gelderen, Thurik, and Bosma, 2005). Autonomy will be an important motive for 
becoming self-employed. Self-employment is a vehicle to freedom-related needs of the indi-
vidual and ambitions to grow a big or innovative business will be low. In regions where lev-
els of accumulated wealth are high, but there is a relative lack of social security nets and em-
ployment protection economic survival of entrepreneurs will depend more on the survival of 
their business. Therefore, increase wealth will be a dominant motive for becoming an entre-
preneur and individuals will tend to be more growth- and innovation-oriented.  
 
The present contribution investigates the role of the psychology of the individuals taking part 
in this Entrepreneurial Economy. The aim of the study is to investigate how entrepreneurial 
motivations and institutional conditions are related to entrepreneurial aspirations in order to 
identify possibilities for policy intervention within the EU. 
 
The paper is organized as follows. We first discuss relevant literature regarding entrepreneu-
rial motivations and aspirations. In the subsequent sections we elaborate on the main data 
used, we discuss our research methodology and present the empirical results. Finallly, we 
discuss the study’s findings and identify some policy implications.   5
 
2. Literature 
2.1 Entrepreneurial motivations 
Audretsch and Thurik (2000, 2001) point to ICT developments and globalisation when ex-
plaining the emergence of the Entrepreneurial Economy. Because of these developments, 
large firms in the developed countries were able to relocate much of their production to low 
wage countries. Being at a comparative disadvantage in terms of wage levels, developed 
countries had to look elsewhere in order to maintain low unemployment as well as high 
wages. The answer was to specialize in knowledge based activities. These cannot be easily 
transferred to low wage countries, and are nurtured by local or regional characteristics (e.g., 
fashion in Milan, culinary arts in Paris, ICT in Silicon Valley). The knowledge economy 
gives rise to the Entrepreneurial Economy because of the inherent uncertainty of ideas. Ideas 
need to be tried out, and it is difficult to predict in advance what will be successful or not. 
Firms cannot pursue all opportunities recognized and instead focus on a few. If people have 
an idea that seems worth a try on the market, they will have to start a business, in order to 
find out whether their idea proves viable. 
 
Still, technology and globalisation are constructs that do not start businesses. The Entrepre-
neurial Economy requires actions by individuals in knowledge-based ventures. The strength 
and type of entrepreneurial motivation influence whether and which type of action will be 
taken, and therefore their eventual macro-economic influences (see Weber (1915) and 
McClelland (1961) for early seminal examples of studies of macro-economic psychology).  
 
Studies of entrepreneurial motivation, defined as the motivation to start a business, come in 
three types. First, there are studies of reasons, motives, or goals to start a business. In this 
type of study, being mostly conducted in western countries where push motives are less 
prevalent, autonomy (independence, freedom) is a dominant motive (Kolvereid, 1996; 
Feldman en Bolino, 2000; Carter, Gartner, Shaver, and Gatewood, 2003; Shane, Locke, and 
Collins, 2003; Wilson, Marlina, and Kickul, 2004; van Gelderen and Jansen, 2006), as well as 
material gains, especially in conjunction with a perceived instrumentality of wealth 
(Scheinberg and MacMillan, 1988; Carter, Gartner, Shaver, and Gatewood, 2003). Push mo-
tives, for example when (a threat of) unemployment forces people into self-employment, play 
a major role in developing countries, and also in developed countries, albeit to a lesser extent.  
 
When reasons not to start a business are studied, a need for financial security stands out (van 
Gelderen, Brand, Van Praag, Bodewes, Poutsma, and Van Gils, 2006), in other words, people 
do not start a business because they like risk, but rather, people don’t start a business, because 
they prefer the security associated with being an employee. In yet another approach the moti-
vating properties of the environment are highlighted, with the perception of opportunities be-
ing a trigger to a wish for starting a business. 
 
Second, there are cost-benefit types of studies that try to explain the decision to (intent to) 
start a business (e.g., Douglas and Shepherd, 2002). In this type of study, material and imma-
terial risks and gains are brought into some decision function. Third, there are studies of en-
trepreneurial motivation in which motives are conceived of as traits, e.g., studies on need for 
achievement (McClelland, 1961) and need for power (McClelland, 1975). nAch and nPower 
usually do not figure heavily in the first two types of studies just mentioned, as actual busi-
ness starters do not often list these motives as conscious reasons to start a business. While we 
attempt in this paragraph to connect individual motivation to level and type of national entre-  6
preneurship, just as McClelland (1961) attempted, we will proceed from the motivation as 
experienced by the entrepreneur and therefore disregard need for achievement.  
 
So autonomy, wealth, risk perception (with financial security as a reversed predictor), and the 
recognition of opportunities stand out as motivators for people to become self-employed. 
While policymakers all over the world like growth, employment, and innovation, we expect 
that the achievement of these outcomes will depend on the strength and prevalence of these 
motives. In the remainder of this paper we will investigate, using GEM data, how the type of 
entrepreneurial motivation is related to the type of outcomes that business starters aim to 
achieve, and how entrepreneurial motivation itself is impacted on by the institutional envi-
ronment in which entrepreneurs operate. In the final paragraph we will discuss how this af-
fects policy implications. 
 
 
2.2 Entrepreneurial motivations in relation to institutional environment and entrepre-
neurial aspirations 
We now explore conceptually how macro-conditions are related to individual entrepreneurial 
motivation, and how the type of entrepreneurial motivation relates to outcome (aspiration) 
variables. Figure 1 shows two main conditions that we expect to influence entrepreneurial 
motivation (for other relevant conditions see Wennekers, Uhlaner and Thurik, 2003), and lists 
examples of EU regions categorized by these dimensions. The first dimension concerns the 
uncertainty versus certainty of living conditions. Regions with generous social security and 
welfare schemes can be labelled as secure, regions which place close to full responsibility to 
the individual for its survival as less secure. The second dimension concerns the level of ac-
cumulated wealth. 
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The dimensions may well work out differentially on the type of entrepreneurial motivation 
and the level of entrepreneurial ambitions. We start with the regions of Western Europe and 
Scandinavia in quadrant 2. The accumulated wealth of these regions, combined with high de-
grees of state-installed security nets and the protection provided by labour laws, had resulted 
in individuals predominantly interested in so-called lifestyle entrepreneurship (e.g., Van 
Gelderen, Thurik, and Bosma, 2005). Wealth has made a more individualized lifestyle possi-
ble. This means that there will be a strong emphasis on the individual and his needs, on free-
dom of choice, and on self expression and fulfilment (Van Gelderen and Jansen, 2006). Self-
employment is very popular as a vehicle to serve the freedom-related needs of the individual; 
it will make a lifestyle possible in which one can decide oneself on goals, methods, and time 
scheduling. There are little ambitions to grow a big business. Variety may still occur though, 
as autonomy driven entrepreneurs tend to create diversity in the economy just by doing things 
independently (Sayers, Van Gelderen, and Keen, 2006).  
 
The relative lack of security nets and labour law protection in the U.K. (as in the U.S.) (quad-
rant 1) may explain why individuals tend to be more growth- and innovation oriented than 
their Western- and Northern European counterparts. For them entrepreneurship may also 
mean the achievement of a highly valued autonomy. However, their economic survival will 
depend more on the survival of their business. In order to survive, entrepreneurs in these re-
gions are more growth- and innovation oriented. This will also result in better performances 
in the Entrepreneurial Economy, as the importance of knowledge as a factor of production 
implies speedy changes of industry conditions. Moreover, being more used to uncertainty in 
terms of personal economic survival, individuals in this region may also be more used to 
dealing with industry-related types of uncertainty. 
 
The regions mentioned in the other two quadrants are less wealthy. To start with quadrant 3, 
in the Eastern European countries before the fall of the Berlin Wall there were many legal 
barriers to entrepreneurship. However, even apart from legal barriers, there existed very little 
personal initiative because of socialization effects (Frese et al., 1997). This lack of initiative 
was strongly reinforced by high degrees of social security. However, when daily economic 
survival is seriously at stake, which is currently the case in many of the former communist 
Eastern European countries, a strong entrepreneurial motivation may develop. The right insti-
tutional conditions should be present to guide this energy into new businesses instead of in 
other things (Baumol, 1991). These individuals will tend to be more growth oriented; how-
ever they will be less innovation oriented because of restraints in their access to capital and 
technology. 
 
Our purpose at this stage is to provide exploratory evidence for the relevance of motivation 
based policies. In the next sections of this paper we will first examine empirically what is the 
influence of the institutional environment (wealth/uncertainty) on entrepreneurial motiova-
tions. Next, we will examine whether different entrepreneurial motivations have a different 
impact on entrepreneurial aspirations, while taking into account the institutional environment.    8
 
 
3. Methodology and Data 
In order to examine the determinants of entrepreneurial motivations and entrepreneurial as-
pirations we will estimate a two-equation model. This model takes the following form: 
 
M = f (I, X) 
A = f (M, I, X) 
 
Where: 
M = entrepreneurial motivations 
A = entrepreneurial aspirations 
I = institutional environment 
X = socio-economic variables 
 
In our model entrepreneurial motivation has a specific role as this variable appears on the one 
hand as dependent variable in equation 1 and on the other hand as independent variable in 
equation 2. The set-up of our model parallels the model of Grilo and Irigoyen (2006) in 
which they investigate determinants of latent and actual entrepreneurship.  
 
We make use of various data from the Global Entrepreneurship Monitor (GEM) 2005 Adult 
Population Survey for entrepreneurial motivations and entrepreneurial aspirations (levels of 
innovation, job growth expectations and export orientation of early-stage entrepreneurs). We 
also use data from other sources such as the World Bank and the World Competitiveness 
Yearbook. The unit of analysis is the country level. 
 
 
3.1 Entrepreneurial Motivations 
Several measures of entrepreneurial motivation are used in this paper. These measures are 
taken from GEM 2005. The measures for entrepreneurial motivation relate to the Total early-
stage Entrepreneurial Activity (TEA) rate, which is defined as the percentage of the adult 
population (18-64 years old) that is either actively involved in starting a new firm (nascent 
entrepreneur) or that is the owner of manager of a business that is less than 42 months old 
(young business owner). As indicators for entrepreneurial motivation we use the ‘necessity 
motive’, the ‘independence motive’ and the ‘increase wealth motive’, expressed as percentage 
of TEA: 
-  Necessity motive. The share of early-stage entrepreneurs that indicates to participate 
primarily in entrepreneurial activity because they have no other options for work. 
-  Independence motive. The share of early-stage entrepreneurs for which independence 
is the main motive for becoming an entrepreneur. 
-  Increase wealth motive. This variable denotes to the share of early-stage entrepreneurs 
that indicate that their prime motive for being or becoming an entrepreneur is to in-
crease wealth.  
   9
3.2 Entrepreneurial Aspirations 
For measures of entrepreneurial aspirations we use GEM data on innovativeness, job growth 
expectations and export orientations. For innovativeness we use the following indicators: 
-  Uses very latest technology. This variable denotes to the rate of early-stage entrepre-
neurs in the adult population that indicates to make use of technologies that have been 
available for less than 1 year;  
-  Offers products/services that are new to all customers. This variable denotes to the 
rate of people involved in total early-stage entrepreneurial activity that have indicated 
to offer a product or service that is new to the market.  
-  None businesses offer the same product. This variable expresses the rate of early-
stage entrepreneurs in the adult population of a country that offer a product or service 
that is not sold by other businesses. 
Furthermore, as indicator for job growth expectations we use ‘expects medium job growth’, 
which refers to the rate of early-stage entrepreneurs in the adult population that expect to cre-
ate 6 or more jobs in the next five years, and ‘expects high job growth’, which refers to the 
rate of early-stage entrepreneurs that expect to create 20 or more jobs in five years time. 
As indicators for export involvement we use the variables ‘export orientation’, which denotes 
to the rate of new entrepreneurs for which at least 1% of their customers live outside the 
country borders, and ‘substantial export orientation’, which refers to the rate of early-stage 
entrepreneurs for which 26% or more of their customers live abroad. 
 
3.3 Institutional Environment (wealth/uncertainty) 
We use GDP per Capita as indicator for wealth and the social security contribution rate as in-
dicator for certainty/uncertainty. Furthermore, we also include an interaction term of GDP per 
capita and the social security contribution rate (GDP*Social Security): 
-  GDP per Capita. Gross national income per capita is expressed in purchasing power 
parities per US$. These data are taken from the World Development Indicators data-
base of the World Bank. 
-  Social security contribution rate. This is the total (employer’s and employee’s) com-
pulsory social security contribution rate taken from the World Competitiveness Year-
book 2005 (WCY).  
 
3.4 Socio-Economic Controls 
The following control variables are included in the analysis: 
-  GDP Growth. Data on GDP Growth for 2005 are taken from the World Economic 
Outlook Database from the International Monetary Fund (IMF). 
-  % Population 25-44 yrs. This variable refers to the percentage of people age 25 to 44 
years in the total population for the year 2005. Data is taken from the US Bureau of 
the Census. 
-  Gross tertiary enrolment ratio. The gross tertiary enrolment ratio refers to the number 
of people enrolled in tertiary education expressed as a percentage of the population in 
the appropriate age range (the five-year age group following on from the secondary 
school leaving age). These data are derived from the World Development Indicators 
database of the World Bank.   
-  Value added in services (% of GDP). We use data on value added in services from the 
World Development Indicators database of the World Bank. Value added is the net 
output of the sector after adding up all outputs and subtracting intermediate inputs.  
 
   10
4. Empirical analysis 
We intend to estimate equation 1 and 2 as presented above. We have data for 29 countries 
that participated in the Global Entrepreneurship Monitor 2005. 
 
 
Step 1: Investigating the influence of Institutional Environment (wealth/uncertainty) on En-
trepreneurial Motivations 
 
Regression results for equation 1 are presented in Table 1. The analysis is meant to illustrate 
how the institutional environment in terms of wealth and uncertainty may affect various en-
trepreneurial motivations. For each of the dependent variables for entrepreneurial motivations 
(necessity motive, independence motive and increase wealth motive) we depart from a base 
model that includes GDP per capita, social security and an interaction term of GDP per Cap-
ita and social security (Model 1), and then present a model that includes these variables as 
well as socio-economic controls (Model 2). For the necessity motive we find that GDP per 
capita has a significant negative impact in Model 1, indicating that when a country’s GDP per 
capita increases, its share of necessity based entrepreneurs will decline. We find no signifi-
cant impact for social security on necessity entrepreneurship in Model 1. However, when 
socio-economic controls are included (Model 2) the impact of social security on the necessity 
motive becomes significant positive, whereas no significant impact for GDP per capita is 
found. One explanation for the positive impact that we find for the social security contribu-
tion rate may be that a high level of social security expenditures may be indicative for a high 
level of beneficiaries or unemployed people within a country. Hence, when unemployment 
levels are higher this may result in a higher share of necessity-motivated entrepreneurs. 
For the independence motive we find that GDP per capita has a significant positive impact 
and social security has a significant negative impact in Model 1. When socio-economic con-
trols are included we no longer find a significant effect for GDP per capita, whereas the sig-
nificant negative impact of the social security contribution rate becomes stronger (Model 2). 
Table 1 also shows a significant negative impact of GDP per capita on the increase wealth 
motive in Model 1. However, when socio-economic control variables are included in the 
analysis (Model 2) we no longer find a significant impact for GDP per capita.   11
 
  Table 1  Investigating the impact of Institutional Environment 
(wealth/uncertainty) on Entrepreneurial Motivation 
  DEPENDENT VARIABLES: ENTREPRENEURIAL MOTIVATIONS 
 
  Necessity motive  Independence motive  Increase wealth motive 
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Socio-economic controls 






















Value added in ser-
vices (% of GDP) 
 -0.00 
(-1.20) 




        
R²  0.471 0.669 0.535 0.649 0.121 0.302 
Observations 29 
***: p<0.01; **: p<0.05; *: p<0.10.   12
 
Step 2: Investigating the influence of Entrepreneurial Motivation on Entrepreneurial Aspira-
tions 
 
In order to investigate the influence of entrepreneurial motivations on entrepreneurial aspira-
tions in terms of innovativeness, job growth and export orientation we carry out regression 
analysis. As a first step we take a model that only includes the various entrepreneurial mo-
tives without taking into account any other controls or explanatory variables. Regression re-
sults are presented in Table 2. We find no significant impact for the necessity motive and the 
independence motive on entrepreneurial aspirations. For the increase wealth motive we find a 
significant positive impact on the use of very latest technology and on medium and high job 
growth expectations. 
 
  Table 2  Investigating the impact of Entrepreneurial Motivation on Entrepre-
neurial Aspirations 
  DEPENDENT VARIABLES: ENTREPRENEURIAL ASPIRATIONS 
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R²  0.327 0.089 0.055 0.177 0.157 0.110 0.086 
Observations  29 29 29 29 29 28 28 
***: p<0.01; **: p<0.05; *: p<0.10.   13
The model presented in Table 2 may not be complete, since no other explanatory variables or 
controls are included in the analysis. Therefore, as a next step we include the institutional en-
vironment variabels. Results are presented in Table 3. We still do not find a significant im-
pact for the necessity motive and the independence motive. Furthermore, we find that the im-
pact for the increase wealth motive becomes stronger for the use of very latest technology 
and for medium and high job growth. Also, in contrast to Table 2, we now also find a signifi-
cant positive impact for the increase wealth motive on our variables for export orientation. 
Table 3 shows support for a negative influence of social security on entrepreneurial aspira-
tions. As regards GDP per capita we see that there is a significant positive effect on our vari-
ables for export orientation, whereas we find no effect on the other aspiration variables. Also 
note that the effect of GDP per capita and social security interact for the use of very latest 
technology. The significant negative impact for the interaction term indicates that higher lev-
els of social security lead to less entrepreneurs that use newest technologies when GDP per 
capita is higher. 
 
  Table 3  Investigating the impact of Entrepreneurial Motivation on Entrepre-
neurial Aspirations (including Institutional Environment) 
  DEPENDENT VARIABLES: ENTREPRENEURIAL ASPIRATIONS 
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R²  0.579 0.465 0.301 0.440 0.403 0.469 0.464 
Observations  29 29 29 29 29 28 28 
***: p<0.01; **: p<0.05; *: p<0.10. 
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Since our model may still not be complete, as a next step, in addition to entrepreneurial moti-
vations and institutional environment, we also include socio-economic controls. Table 4 con-
tains the results for this analysis. In contrast to the previous models we now find some impact 
for the necessity motive. More specifically, it can be seen that the necessity motive has a sig-
nificant positive impact on high job growth (p<0.10), export orientation (p<0.10) and on sub-
stantial export orientation (p<0.05). Furthermore, as was the case in the previous models, we 
do not find a significant impact for the independence motive on the ambition variables. For 
the increase wealth motive we find a significant positive impact on the use of very latest 
technology (p<0.10), on medium and high job growth expectations (P<0.10) and on our ex-
port orientation variables (p<0.05). Looking at our indicators for wealth and uncertainty or 
the institutional environment we find that GDP per capita has a significant positive impact on 
export orientation (p<0.05) and on substantial export orientation (p<0.01). For the social se-
curity contribution rate we find a significant negative impact on all aspiration variables. Note 
however, that there is also an indirect positive impact of the social security contribution rate 
on high job growth and export involvement through the necessity motive (see estimation re-
sults for equation 1 in Table 1).  
 
The interaction variable for GDP per capita and social security has a significant negative im-
pact on the ambition variables ‘uses very latest technologies’ (p<0.05), ‘offers prod-
ucts/services that are new to all customers’ (p<0.05), on ‘export orientation’ (p<0.10) and on 
‘substantial export involvement’ (p<0.01). This implies that for these aspiration variables so-
cial security has a stronger negative influence in countries with a higher level of GDP per 
capita. The results for the R² in Table 4, as compared to Table 3, suggest that the models are 
better specified when socio-economic controls are included in the analysis. 
    15
 
  Table 4  Investigating the impact of Entrepreneurial Motivation on Entrepre-
neurial Aspirations (Including Institutional Environment and Socio-
economic controls) 
  DEPENDENT VARIABLES: ENTREPRENEURIAL ASPIRATIONS 
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R²  0.660 0.719 0.523 0.569 0.660 0.591 0.766 
Observations  29 29 29 29 29 28 28 
***: p<0.01; **: p<0.05; *: p<0.10. 
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5. Conclusion & Discussion 
Although many studies focus on aspects of entrepreneurial motivation, little is known about 
how various entrepreneurial motives affect innovativeness and growth. This paper investi-
gates the impact of different entrepreneurial motivations and institutional conditions on en-
trepreneurial aspirations in terms of innovativeness and growth ambitions. More specifically, 
we have investigated: (1) how the institutional environment as expressed by the dimensions 
‘wealth’ and ‘uncertainty’ is related to entrepreneurial motivations; (2) how entrepreneurial 
motivations (necessity motive, independence motive and increase wealth motive) are related 
to entrepreneurial aspirations. 
 
Our empirical exercise has shown that especially the increase wealth motive has a positive 
impact on entrepreneurial aspirations. More specifically, the increase wealth motive is posi-
tively associated with the use of very latest technologies, medium and high job growth expec-
tations and export orientation. We find no evidence of an impact on entrepreneurial ambitions 
for the independence-motivated entrepreneurs, confirming our expectation that these type of 
entrepreneurs do not tend to have a strong focus on innovation and growth. Also in accor-
dance with our expectations we find that necessity-based entrepreneurs are not so much ori-
ented towards innovation, however, they do tend to contribute to high job growth and export.  
 
Furthermore, we find GDP per capita to be positively related to export involvement. We find 
a negative impact of social security on our ambition variables indicating that when social se-
curity systems are more generous start-ups tend to be less oriented towards innovation and 
growth. We find some indications of direct effects for the institutional environment on entre-
preneurial aspirations as well as indirect effects, through entrepreneurial motivation. For ex-
ample, in case of social security we find two counteracting influences on high job growth and 
export orientation. We find a direct significant negative impact for social security on high job 
growth and export involvement, whereas we also find evidence of an indirect positive impact 
of social security on high job growth and export involvement through the effect of the neces-
sity motive. 
 
We will end this paper with some policy proposals directly based on the prime motives for 
becoming self-employed, i.e. independence, increase wealth, risk-perception and opportunity 
recognition. Obviously, the type of individual entrepreneurial motivation is not the only fac-
tor to consider when designing entrepreneurship policies. Generally speaking, governmental 
economic policies are constrained by what has become known as the “Washington Consen-
sus” (e.g., Stiglitz, 2002). In the Entrepreneurial Economy, the uncertainty of the value 
knowledge exerts a major influence on the shape of government policy. Trial-and-error 
commercialisation is of primary importance. It is impossible for any government to demand 
specific outputs, although high growth industries as well as high potential individuals can be 
targeted. Therefore, the central role of government policy in the Entrepreneurial Economy is 
enabling in nature. It targets education, increases the skills and human capital of workers, of-
fers help by mentors, facilitates the mobility of workers and their ability to start new firms, 
lowers administrative burdens for small business and promotes knowledge transfer to innova-
tive new enterprises.    17
Enabling, generic policies coincide very well with the characteristics of independence or 
autonomy as a start-up motive. A wish for autonomy in a work context means that people like 
to decide when, what, and how they do their work. A strong prevalence of the autonomy mo-
tive in the population of (entrepreneur) is tricky for policy makers and difficult to influence. 
Autonomy is a pull motive strengthened by the level of accumulated wealth (just as individu-
alism correlates positively with wealth). Autonomy-driven individuals prefer to make up their 
own minds and don’t like to be coerced by their government. On the other hand they certainly 
appreciate facilities that offer training, mentoring, and knowledge transfer, which they can 
use on their own conditions.  
 
While autonomy can be associated both with a big business as well as with a small business, 
most autonomy driven entrepreneurs do prefer their business to stay small, especially under 
conditions of wealth and certainty. Thus, as our empirical results suggest, the macro-
economic effects on growth and employment creation will be relatively small. The upside is 
that autonomy driven entrepreneurship brings about variety. Just because of their autonomy 
orientation, these entrepreneurs may do things in a slightly different way. In addition, the 
sheer number of business starters driven by autonomy argues for generic policies. Ten new 
businesses with one employee create as much employment as one new business with ten em-
ployees. For small businesses, a reduction in compliance issues is especially relevant, as these 
fall proportionally heavy on the (very) small firm.  
 
Our empirical results suggest that entrepreneurs that are primarily motivated by increase 
wealth may in particular contribute to positive macro-economic outcomes in terms of innova-
tion and growth. Policies based on the motivation to acquire material gains and its associated 
status can be influenced by tax laws. High tax levels, as well as a strong progressive taxation 
of income tax reduce the incentive for these people to pursue material gains. The more earn-
ings that individuals motivated by material gains can retain, the more incentive there will be 
for them to engage in entrepreneurship. Reduction of compliance costs and red tape are also 
integral elements of material gain policies, as they will help to reduce frustration for the ma-
terially hungry. 
 
The experience of risk is something that can be influenced more directly by policy makers. 
This can be achieved in several ways. One important element of risk perception policies con-
cern labour laws and social security laws. A higher degree of environmental uncertainty may 
benefit both level of (more) and type of (innovative) entrepreneurship. More risk and uncer-
tainty in the environment makes starting one’s own business comparatively less risky. (Obvi-
ously, there may be social reasons to sustain certainty providing labour laws and social secu-
rity laws). Vice versa, need for financial security, as a negative predictor of entrepreneurial 
activity, will be more of a deterrent when perceived risk and uncertainty are low. Another 
element of risk perception policies concern insolvency laws. Less severe sanctions against 
failure lowers the perceived risk of venturing. Still another element concerns the availability 
of risk capital. VC’s and angels willing to take part in entrepreneurial ventures will also help 
the entrepreneur to lower risks. 
 
Finally, there are policies for opportunity recognition. Governments in knowledge economies 
can create opportunities by funding technology development and knowledge creation in gen-
eral, and especially knowledge transfer and dissemination. Diversity is another key concern. 
This applies to people, for example, to have a working population that is diverse in terms of 
ideas and knowledge, as can be targeted by immigration policies. Diversity is also brought 
about when people interact. Therefore the facilitation of networks is important, and even the   18
planological layout of cities (Jacobs, 1965). Fostering international connections is also an im-
portant part of opportunity recognition policies.  
 
The empirical part of this study has a number of limitations, such as the small sample size 
and the cross-sectional nature of the analysis. Furthermore, we were only able to take into ac-
count a limited number of motives currently measured as part of the GEM-project. However, 
the significant relationships between country-level institutional environment variables and the 
type of individual-level motivation on the one hand, and type of individual-level motivation 
and firm-level aspirations on the other hand, show the potential for motivation based policies 
for an entrepreneurial EU economy. 
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